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CURRENCY PROBLEMS IN THE ORIENT- 
DISCUSSION 

Charles A. ConanT: The difficulties which our 
government has discovered in the Philippines in regard 
to the currency are symptoms of a world malady. A 
new crisis of exchange has been evoked by the recent 
fall in the gold price of silver, a crisis which does not 
affect the gold countries directly in their transactions at 
home, but does affect them profoundly in their relations 
with the East. 

By an unfortunate combination of circumstances 
China has been subjected to a burden which, under her 
loose system of taxation, has withdrawn her from the 
market as a purchaser of silver and brought her into the 
market as a vender of it. The result has been primarily 
to depress the price of silver almost to one-third of its 
old historic parity. Much more important has been the 
effect of this fall in silver upon China and other silver- 
using countries in diminishing their power to buy 
abroad. There is danger that the powers, in exacting 
the last pound of flesh from China, have made it im- 
possible for her to continue her purchases of $200,000,000 
annually in foreign goods. The fall in silver has nec- 
essarily produced a similar influence in less degree upon 
Mexico by adding greatly to the silver price of her im- 
ports, has arrested the development of the Philippines 
by discouraging the investment of American capital, 
and has threatened to invoke the same form of crisis in 
Siam, the Straits Settlements, and the extensive posses- 
sions of France in Asia. 

Thus the unforeseen result of diplomatic greed is to 
defeat the purpose of all the costly and ostentatious 
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measures of Caucasian intervention in Chinese affairs 
for the last half century. I am a strong believer in 
" Imperialism" in the sense that the advanced powers 
should open the undeveloped countries to civiliza- 
tion and introduce among them the machinery of mod- 
ern production, commerce, and finance ; but of what use 
is it to fight for a new customer if he is to be robbed of 
his means for buying or of paying for what he buys ? 

The situation calls loudly for a remedy, but it is use- 
less to seek this remedy in the delusive quicksands of 
international bimetallism. It is not strange, perhaps, 
that those who were impressed by the importance of a 
fixed par of exchange between the gold and silver coun- 
tries should at a certain stage of economic knowledge 
have turned to bimetallism for a remedy. In the 
scientific sense of the term in which I use it here, how- 
ever, bimetallism means the equal treatment of the bullion 
of two metals through the coinage of either (at a ratio 
fixed by law) at the option of the holder of the bullion. 
It was the aim of the bimetallists by thus opening an 
unlimited market to either metal to keep them equal to 
each other at an arbitrary parity. The experiment in- 
evitably failed wherever it was put to the test, because 
it is not in the power of law to establish rigid relations 
of value between two different things. As well might 
it be attempted to enact by law that the price of wheat, 
when there is no restraint on production, should 
always have the relation of one and one-half to the price 
of corn as that the value of gold should always have 
the relation of sixteen or fifteen and one-half to that of 
silver. 

The theory of bimetallism has been a L,orelei's song 
which has beclouded able minds and lured nations 
onto the rocks of monetary experiments which have 
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wrecked or all but wrecked their solvency ; but it is to- 
day substantially a delusion of the past, no more to be 
invoked for settling monetary problems than the mer- 
cantile system for keeping a nation rich in gold. 

The principal silver countries are not fitted for the 
introduction of a pure gold currency. Their scale of 
wages and prices is too low to make gold coins con- 
venient in daily transactions, and their wealth in most 
cases is insufficient to justify them in entering upon a 
rivalry with the rich nations for the world's stock of 
gold. Is there, then, no remedy for existing conditions ? 
Must the silver nations be condemned to a rate of ex- 
change with the gold nations which fluctuates within 
the widest limits, which exposes their trade to greater 
uncertainty than the throw of the gambler's dice, and 
which repels from investment among them the accumu- 
lated riches of the great civilized nations? This by no 
means follows ; there is a possible remedy based upon 
sound economic principles. That remedy I endeavored 
to introduce on a modest scale in the Philippine Islands, 
and I believe that it is the one remedy which must soon 
be applied upon a larger scale in all the silver using 
countries. This remedy consists in recognizing in the 
management of the curreney the law of supply and 
demand. 

There is in every country a certain demand for the 
tools of exchange. If we could calculate that demand 
with precision, we would know just what quantity of 
money was required at any given moment to do a 
country's business. But we cannot calculate it even for 
a given moment ; and if we could make such a calcula- 
tion, it would not be completed before it would be nulli- 
fied by new conditions of supply and demand for com- 
modities at home, by new conditions of foreign exchange, 
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and by new mental moods among producers and con- 
sumers. What we can do is to adopt a system which will 
respond by its own mechanism to the demands for cur- 
rency by diminishing the supply when it becomes ex- 
cessive and by increasing it when it becomes deficient. 

It is possible to bring silver coins into a fixed relation 
to gold by so limiting the supply of such coins that it 
will always equal and no more than equal the demand 
at a fixed price. An excess in the quantity of silver in- 
evitably forces down its price in relation to gold, and no 
power of civil law, however far that law extends, can 
defeat the paramount law of business that an excess of 
supply will cause a fall in price. The price of an article 
responds to the demand for it. If the silver currency of 
the Philippines is just sufficient in quantity to meet the 
demand for it, it will retain the value given it by law ; 
if the supply is greater than the demand for it, no law 
can bolster up its price. Control of the quantity of the 
currency by the government is the only means of separ- 
ating it from the fluctuations of the bullion market and 
of giving it a definite value in gold. 

Government, control of the supply of coinage does not 
mean that this supply shall be arbitrarily fixed without 
reference to the currents of commerce. If the supply of 
silver currency in the Philippines, in Mexico, or in any 
other silver country is kept at a fixed relation to gold, 
gold will continue to be, as it has nearly always been, 
the money of international commerce. An increased 
demand for currency will manifest itself by a high gold 
value for the local money, while a decline in the de- 
mand will manifest itself by the loss of such gold as the 
country has and by a decline in the gold value of its 
silver coins. Through the foreign exchanges it will 
always be possible to determine whether the supply of 
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currency is responding adequately or not to the demands 
of trade. If the government stands ready to coin addi- 
tional silver coins whenever gold is offered for them at 
a fixed ratio, and stands ready to withdraw them from 
circulation whenever they are offered for gold, the quan- 
tity of the domestic circulation will respond with the 
same automatic regularity to the movements of com- 
merce as though the whole currency were of gold. In 
what I have just said the words " foreign exchange " 
might properly be substituted for the word " gold," for 
in most cases the banks, through the prices which they 
fix for bills of exchange, will themselves regulate the 
volume of currency in circulation and the demand for 
additional coinage. They can do this with peculiar 
ease and even without any direct offer to redeem silver 
in gold if the government will establish a gold exchange 
fund in the financial capitals of the world, like London 
and New York, against which bills may be sold when 
the currency is redundant and where bills entitling the 
holder to silver coins may be bought with gold when 
there is a demand for them. The offer to receive the 
silver coins at a fixed par for public dues would establish 
a limited redemption, such as has alone maintained our 
own silver dollar at a par with gold. 

This, in my opinion, is the only means of solving in 
an intelligent and effective manner the problem of the 
relations between the gold and silver countries and 
restoring something like par of exchange between them. 
It is possible that the fluctuations of exchange under 
such a system would occasionally exceed those between 
two gold standard countries, but they need not go far 
enough to cause any disturbance of prices and values at 
home or any serious loss to investors in the gold 
countries. 
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In order to secure the best results for silver as a com- 
modity and for the steadiness of the monetary system 
of the silver countries, it is highly desirable that there 
should be some international concert of action between 
Mexico and those countries having dependencies in the 
East. Such concert of action would undoubtedly 
recognize the fall in the value of silver by the adoption 
of a new ratio of about 32 to 1, as has been proposed 
for the Philippines. If China is given a uniform 
monetary system, as provided in the recent draft of the 
treaty with England, she will absorb immense quanti- 
ties of silver and do much to give to the metal stability 
of value. The adoption of a common unit of coinage 
between China, Mexico, the Philippines, the Straits 
Settlements, and Indo-China would undoubtedly do 
much to promote their trade with each other and with 
the gold countries. 

It is not desirable, however, in my opinion, in the 
present state of international good faith and economic 
knowledge, that one nation should be bound to use the 
coins of another or that any nation should be deprived 
of that exclusive control over its own monetary system 
which is lacking in Mexico and the Philippines because 
their depreciated silver coins have become international 
in their use. It is desirable that each nation should 
have control of its own monetary system, in order that 
it may correct its own mistakes and suffer the conse- 
quences of its own blunders ; but the time is evidently 
at hand for a new effort to restore the par of exchange 
between the gold countries and the East along lines 
conforming to economic laws instead of along lines 
vainly seeking to reverse them. 
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G. Bruce Webster : Personally I am in favor of 
silver as being the most suitable and beneficial form 
of money for the Filipinos themselves. While residing 
for some years in the Orient I was brought very closely 
in contact with the natives of those countries. Al- 
though I fully understand the inconvenience and hard- 
ship to Americans and Europeans consequent on the de- 
preciating value of their stipends when measured in 
gold, I have seen no reason to believe that any hard- 
ship has resulted to the Filipino natives, whose needs 
are almost wholly supplied by silver, owing to the 
growing cheapness of silver. I instance this to show 
that although many people consider that silver is 
doomed to die in the Orient, in the Philippines par- 
ticularly, I am of the opinion that for the Philippines 
and for the natives of those countries which are only in 
the earlier stages of civilization, whose wants are few 
and small, cheap currency is best suited. 

The banks have been much abused for the profits 
they and they only are supposed to have made out of 
this variation of the value of currency in the Philip- 
pines. Professor Jenks has hit the nail on the head 
when he speaks of the laborers getting the benefit of 
the enhanced silver prices for his products sold in gold. 
He has doubted whether the laborer, the original pro- 
ducer, does get that ; but it must follow, I think, that 
the profits of a large purchase price, in whatever coin 
or country, must necessarily permeate in effect until 
they reach the producer. As soon as foreign exchange 
falls the silver price of his products is enlarged and he 
shares in the consequent benefit. 

Assuming that it is desirable to establish a system of 
coinage or currency for the Philippine Islands which 
will not be more favorable to the exports than to the im- 
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ports of the islands and which will give a more 
stationary standard of value in respect to their 
trade with countries having a gold basis currency, 
thus obviating the inconveniences of violent fluctua- 
tions in exchange, it is of first importance to select 
the system involving the least likelihood (1) of 
disturbing existing values and thus doing injustice to 
either debtors or creditors, (2) of adding to the cost of 
life's necessities, (3) of dislocating the wages scale and 
consequently restraining production, (4) of inconven- 
iencing trade by adopting a form of money unsuited to 
the daily needs of the people, (5) of destroying confidence 
by the circulation of money that has not an intrinsic 
or guaranteed value obvious to the least enlightened. 

There can be no doubt in the minds of those who 
have had experience with the conditions in those islands 
and similarly populated countries but that the establish- 
ment of American money in the Philippine Islands 
would be forcing a most unsuitable unit of value upon 
a people whose wages and personal and business needs 
are on so low a scale. Further there would be the con- 
vulsion which must result before they can be brought 
to realize that one American dollar is worth more than 
two and a half times that of the coin to which they are 
accustomed and which to the eye is at least equal to the 
silver dollar which would be used in all ordinary daily 
transactions. Gold coins would not circulate in such 
transactions, and the American silver dollar would be 
discredited amongst the great bulk of the population 
outside the one or two leading cities. 

The question of the most suitable currency for the 
Philippines is now under discussion in Congress, and a 
bill was introduced the other day which I believe with a 
few alterations might meet the case next best to silver. 
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The bill provides for a silver peso of a certain grade or 
value, equal to the coin they are at present using, and 
redeemable on its being tendered to the treasury for 
gold or for the equivalent of gold. The chief advan- 
tage which appears on the surface is that of making ex- 
change steady, for a fixed exchange is undoubtedly 
most beneficial to commerce. 

It is proposed to support the peso on a gold basis by 
having a fund of American gold coins available to be 
exchanged at 50 American cents per peso. There 
should be nothing fictitious about this, and the govern- 
ment should be prepared to facilitate the exchange of 
gold or its equivalent for pesos. This exchange is not 
likely to be demanded to an inconvenient extent so 
long as the trade of the islands is in their favor, which 
is the normal condition with them and one that there 
is at present no sign of changing. The Senate com- 
mittee, in its bill reported on December 20, appears to 
have formulated a scheme by which the parity between 
gold coins of the United States and the new silver pesos 
shall be maintained, but the practicability of this scheme 
is not at all clearly defined. 

The opening clause of the bill prohibits it becoming 
operative until at least 20,000,000 silver pesos are 
coined, ready for or in circulation. This appears to in- 
dicate a possible delay which might be advantageously 
avoided. There should be no great difficulty in arrang- 
ing for the exchange of silver peso certificates for the 
equivalent of existing Mexican and Filipino coins in 
circulation in the islands to an extent which would 
supply a large amount of silver for coinage into new 
pesos. 

The bill provides that Mexican dollars shall be legal 
tender throughout the current year at a ratio in regard 
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to pesos which shall be fixed by proclamation by the 
Philippine government, and it is permitted that con- 
tracts made on the basis of Mexican dollars may be ful- 
filled in Mexican money. It seems evident that consid- 
erable confusion must arise among an ignorant people 
like the Filipinos from finding side by side in circula- 
tion two coins of apparently equal value, one of which, 
the Mexican dollar, will be worth only say 80 or 75 or 
70 peso cents, whatever the ratio may be, while the 
other will be worth 100 cents. This will doubtless lead 
to losses when the natives are dealing with the small 
traders throughout the country, especially with the 
shrewd Chinese shopkeepers, who will know how to de- 
mand pesos when selling their wares and delude the 
ignorant into accepting the Mexican when they are act- 
ing as buyers. 

Another difficulty likely to arise in consequence of a 
varying ratio between the new coinage and the present 
(Mexican) currency is in the case of banks and others 
having financial operations on a large scale. Suppose a 
bank receives deposits of Mexican dollars and makes 
loans to that extent when the ratio is 100 Mexican dollars 
equal to 76 pesos ; the deposits would probably be with- 
drawn if the ratio moves to 78, whereas by the time 
the loans, generally made at three months, mature, if 
the ratio has moved to 75, the bank is penalized to the 
extent of 3 pesos per 100 Mexican dollars. That is, 
the value of the Mexican money has shrunk to that 
extent. 

It would thus appear to be a fair proposition that on 
the date the bill becomes a law the ratio of Mexican 
dollars to new pesos should be fixed once for all, and 
that the importation of Mexican coins should then be 
prohibited. Should the importation not be stopped 
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until the end of 1903, the tendency will be greatly to 
increase the ultimate burden of responsibility in dis- 
posing of the demonetized coins, whether that burden 
falls on the government or on the community, for the re- 
quirements of commerce will necessitate settlement as 
usual, thereby increasing the amount of silver to be 
disposed of when the Mexican dollar ceases to be legal 
tender. It would be a palpable mistake to allow large 
additions to be made to the present legal tender doomed 
to sell as silver when demonetized at the end of 1903. 

If the proposed law becomes effective, the balance of 
trade could be adjusted by the importation of American 
gold currency. This would largely find its way into 
the treasury gold fund in exchange for the silver pesos 
requisite for trade purposes. 

Horace White : Just before the holiday adjourn- 
ment of Congress, Senator Lodge reported from the 
Committee on the Philippines a bill (S. 6357) to regu- 
late the currency of the islands. It provides, first, that 
the gold peso, equal to a half dollar of our money, shall 
be the unit of value, but does not provide for any gold 
coinage. Instead of that it makes the gold coins of 
the United States legal tender in the Philippines at the 
rate of one dollar for two pesos. Next it provides for a 
silver peso of full legal tender, to be coined from bull- 
ion bought by the government, of which the gov- 
ernment must coin twenty millions, and may coin sev- 
enty-five millions. Thirdly, it provides for subsidiary 
silver coins to be legal tender for ten dollars. 

The effect of this measure is to establish in the Philip- 
pines what is called the " limping standard," a phrase 
applied to countries which have the gold standard nomi- 
nally, but have also a large amount of silver of full 
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legal tender. Germany, France, the other countries of 
the Latin Union, and the United States are in this cate- 
gory. None of the countries named consider the con- 
dition a happy one. The European nations took the 
limping standard because they could not help themselves ; 
they caught it as people catch the measles. They had 
large amounts of silver in circulation in the early seven- 
ties, when the gold standard asserted itself over the civ- 
ilized world, and they could not get rid of it. Germany 
made great efforts to sell hers, and did dispose of a part 
of it, but in doing so she broke the price of the metal 
so that when the Latin Union. countries decided to stop 
coining silver they had no market in which to sell 
theirs. The United States is the only country which 
took this kind of measles voluntarily. We took it with 
our politics, but no political party is very proud of it 
now ; nor shall we have any reason to be proud if, after 
our experience with it and our knowledge of it in other 
lands, we inflict it upon a people who are under our leg- 
islative control. 

The great objection to the limping standard is its 
uncertainty. Those who are under its regime never 
know where they may stand a year hence. A bill is 
now pending in Congress to remove the uncertainty 
which the limping standard entails — a bill to provide 
for the redemption of the silver dollar in gold. The act 
of March 14, 1900, recognized the uncertainty by a 
clause requiring the Secretary of the Treasury to keep 
the silver dollar at par with the gold dollar, but did not 
provide him with any means to do so. Senate bill 6357 
recognizes the same uncertainty attaching to this sys- 
tem in the Philippines by authorizing the government 
of the islands to adopt such measures as it may deem 
proper to maintain parity between the gold and silver 
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coins, and to borrow ten million dollars in gold for that 
purpose. This clause of the bill expresses the fear of 
its framers that the equilibrium of the standard will not 
be maintained without extraneous and extraordinary 
efforts. 

Looking at the details of the bill, it is very doubtful 
whether parity can be maintained if the government of 
the Philippines exercises all the powers conferred upon 
it. It must coin twenty million and it may coin 
seventy-five million silver pesos of full legal tender, at 
the ratio of 32 to 1, while the market ratio of silver to 
gold is 43 to 1. The line of prudence and safety under 
the limping standard lies in keeping the amount of the 
overvalued money (the silver pesos) no greater than the 
retail trade of the country can absorb, but the tempta- 
tion will be ever present to overpass the limit. We 
know how this is ourselves. Unless the Philippine 
government is wiser than the Washington government 
was, we may expect to see the limit overpassed as it was 
under tbe Sherman act. 

In devising a new monetary system for the Philip- 
pines the simplest plan is the best. The gold standard 
as provided in the bill before us with a silver subsidiary 
coinage of the kind provided in the act passed by Con- 
gress last year is quite sufficient. There is no good 
reason for thrusting in a third kind of money whose 
sole virtue will consist in its redemption in gold. These 
pesos would be both an element of danger and a need- 
less expense. As the bill provides for issuing paper 
certificates for them like our silver certificates, why not 
issue the certificates in the first instance ? The pesos 
are to circulate on the credit of the government, not on 
their intrinsic value. Our silver certificates would cir- 
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culate just as well, perhaps better, if there were not a 
dollar of silver behind them. If the Filipinos prefer 
to handle silver rather than paper, give them plenty of 
half pesos, for which the bill also provides. The natives 
probably know that two halves are equal to a whole. 

As the pesos are quite unnecessary, the only visible 
object in coining them is to make a market for silver 
bullion. We trust that the Senate committee is not 
now trying to " do something for silver" at the expense 
of the Filipinos, but we recall the fact that the Senate 
bill of the last session did have that aim, since it 
contained a clause that the coins might be made at our 
mint, but that the silver bullion so coined should be of 
American production. 

We are told by some people that if we introduce the 
single gold standard we shall increase the wages of labor 
in the islands. That depends upon the ratio between 
gold and silver which may be taken as a starting point. 
Wages in the Philippines, although nominally the same 
as of old, have been actually reduced by the decline in 
the value of silver. The laborer who gets a peso in 
wages cannot buy so much with it as before. As regards 
future wages the question is, What shall the future peso 
be ? The bill says it shall be an amount of gold equal 
to half of an American dollar. That is the ratio of 32 
to 1 It is a fair starting point, since it was the market 
ratio when we took the islands. It was the ratio actually 
adopted by Japan in the same year. There has been a 
fresh drop in silver within a few weeks which has cut 
the effective wages of labor still lower. The Filipino 
laborer has been thrown down by the force of circum- 
stances, and Congress ought not to hold him down, but 
rather to lift him up and put him on his feet, especially 
20 
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since Congress neglected its duty in this particular last 
summer, when it might have avoided the major part of 
this trouble. 

Jeremiah W. Jenks : While I agree absolutely with 
Mr. Conant's remedies for the evil monetary conditions 
in the Philippines, and while I agree substantially with 
his suggestion as to what should be done now in China 
and throughout the East, I am by no means able to 
agree throughout with his course of reasoning in his in- 
terpretation of monetary history. His statement regard- 
ing the absolute impotence of a law of government in 
determining prices as opposed to laws of business I of 
course agree with in a general way ; but it has been 
and is still my belief that a law of government might 
very easily so affect the supply or so affect the demand 
for a product that it could to a considerable degree de- 
termine its price. So it has been my opinion that it 
would be possible for a government, by legislation which 
would affect the demand for silver, to increase the price 
of silver as compared with gold, and vice versa. It is 
not worth while to enter into a discussion of the bi- 
metallic question at this time, but I wish to record my 
belief relative to some principles often referred to in that 
connection. 

I should like to refer briefly also to the suggestion 
made by Mr. Webster regarding the situation in the 
Philippines and the kind of currency needed there. He 
says that in countries low in the grade of civilization, 
as China, the Philippines, the Straits Settlements, and 
others, a cheap currency is needed. In a proper sense 
of the word " cheap" I agree with that ; and I am quite 
of the opinion that it would be unfortunate if we were 
to attempt to introduce into the Philippines at the 
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present time a gold currency for the money to be con- 
tinually used among the people. 

I am decidedly in favor of the plan suggested by Mr. 
Conant, a plan providing that the monetary standard shall 
be gold, but that the chief coins to be current in the 
hands of the Filipinos shall be silver, a plan which seems 
to me to meet the requirements suggested by Mr. Web- 
ster. Since Mr. Webster has stated that it is desirable 
not to have fluctuations in the rates of exchange, I do 
not see but that he and I are also in accord on that par- 
ticular, and that he is in fact favoring a plan similar to 
that proposed by Mr. Conant. We should so fix our 
currency on the plan suggested by Mr. Conant that 
there will be a fixed rate of exchange between gold and 
silver, but so that gold itself will be very little used 
while silver coin will be the coin current. 



